This paper explores the relationship between social capital and happiness both in Europe as a whole, as well as in its four main geographical macro-regions -North, South, East and Westseparately. We test the hypothesis of whether social capital, in its three-fold definition 
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Introduction
Two key recent developments are increasingly shaping current social science research.
First, following the works of Loury (1977) and Coleman (1988) , the concept of social capital has gained greater prominence. Social capital, understood as "the norms and networks facilitating collective action for mutual benefit" (Woolcock, 1998, p.155) has become a key input in social, economic and even political analyses (e.g. Putnam, 1993 and 2000; Zak and Knack, 2001 ).
In parallel, and following developments in psychology and medicine, social scientists, in general, and economists, in particular, have become increasingly involved in happiness research (e.g. Oswald, 1997; Frey and Stutzer, 2002; Layard, 2005) . Their results show that individual happiness is shaped by: (1) micro-and macro-economic factors, such as employment, inflation and income (Easterlin, 1974 (Easterlin, , 1995 Clark and Oswald, 1994; DiTella et al., 2001; Alesina et al., 2004) ; (2) personal and demographic factors, such as gender, age, marital status, education and health, (e.g. Oswald, 1997; Gerdtham and Johannesson, 2001; Frey and Stutzer, 2002) ; and (3) institutional factors, such as the extent of political decentralization or citizens' direct political participation rights (e.g. Frey and Stutzer, 2000) .
But even though both social capital and happiness have left profound impressions in the social sciences, only a limited number of studies has delved into how social capital and happiness interact. This handful of studies focuses mainly on individual countries, like the United States (e.g. Putnam, 2000) , Canada (e.g. Helliwell and Barrington-Leigh, 2010; Leung et al., 2010) or Germany (e.g. Becchetti et al., 2008; Winkelmann, 2009) , countries which are rather homogeneous in terms of both social capital and happiness.
Only a few researchers (e.g. Helliwell and Putnam, 2004) evaluate this relationship across a wider range of countries. More importantly, the results of these studies are not uncontroversial: they strongly depend on the definition and, therefore, the indicators used to depict social capital -admittedly a rather vague and intangible notion. As a consequence of the absence of a commonly agreed definition and of the concentration on mostly individual countries, an encompassing and detailed evaluation of how social capital affects individual happiness or life satisfaction 1 across
Europe still remains to be undertaken.
The paper aims to cover this gap by linking social capital to happiness on an individual level firstly across 25 European countries and later evaluating the regional differences between the North, South, East and West of Europe. Hence, we broaden the perspective of previous studies dealing with social capital and happiness and shift the focus to an area of the world displaying a large variety of differences, rather than concentrating on relatively homogeneous countries, such as the US, as has been the norm in the past. In addition, our approach has the additional advantage of using a threefold concept of social capital with the objective of overcoming the definitional controversy which has haunted previous studies, by establishing an all-encompassing definition of the term. For this purpose, three of the main social capital theories, namely those of Coleman (1988) , Putnam (1990) and Olson (1982) , are incorporated and combined. We subsequently seek to resolve the question of whether and which specific aspects of social capital are significantly correlated with individual happiness across countries and regions of Europe. In order to undertake this analysis, we use the 2006 and 2008 waves of the European Social Survey (ESS) including 48,583 individuals living in 25 countries. We resort to the use of ordinal logistic regression analysis in order to estimate the general reported happiness function developed by Blanchflower and Oswald (2004) , which we extend by incorporating social capital variables.
The paper is structured as follows. Section 2 introduces the term social capital and justifies the exact definition used in the analysis. It further gives an overview of previous approaches to the link between social capital and happiness in the literature.
In section 3, we describe the model, methodological aspects and the data adopted for our research. Section 4 reports the results of our estimation, while Section 5 concludes.
Theoretical Framework: Social Capital and Happiness
Defining Social Capital
Social capital is admittedly a rather vague and intangible concept. It has generally been described as the interaction between a number of individuals and social groups and valued as essential for economic development (Smelser and Swedberg, 1994) . It is ''the idea that individuals and groups can gain resources from their connections to one another (and the type of these connections)'' (Paxton 1999, p. 89) . However, despite the large number of social capital definitions and theories which have emerged over the years, it has remained difficult to accurately define and operationalise the term. No single unified generally accepted definition has emerged so far. Hence, in this paper, we seek to fill this gap by creating a comprehensive three-dimensional definition. In order to do that, we concentrate on the work of three of the more influential social capital theorists: Coleman, Putnam and Olson.
Social capital for Coleman is a resource that can be used by economic actors to enable productivity. It refers to multiple features of social organization: (1) trust and obligations, (2) information channels and (3) norms and effective sanctions. These three dimensions affect a society's efficiency by encouraging coordination and cooperation among individuals or social groups (Coleman, 1988) .
The trust and obligations aspect of social capital is based on the trustworthiness of the social environment when making agreements. The confidence that other people "share your fundamental values" (Uslaner, 2002, p. 2) creates bonds between people, facilitating cooperation and efficiency. Societal structures also play an important role in shaping trust. General trust in the quality of the political, legal and institutional environment influences individual outcomes as well as social group interactions (North, 1990) , thus increasing a society's overall effectiveness (Paxton, 1999; Paldam, 2001 ).
Information channels, such as meeting colleagues, friends or family, "constitute a form of social capital that provides information that facilitates action" (Coleman, 1988, p. S104 receive a "larger slice of the social pie" (Olson, 1982, p. 43) for their members at the expense of society as a whole. Eventually, interest groups' actions are likely to trigger redistribution mechanisms which transfer wealth from non-members to members causing efficiency losses, reductions in output and in the overall rate of innovation (Olson, 1982; Keefer and Knack, 1997; Knack, 2003 weaken the stability of the economy and limit economic growth, generating costs for the rest of society (Olson, 1982) .
In our paper, we refer to social capital as a combination of above theories. The definition used involves the three dimensions proposed by Coleman: trust; information channels; norms and sanctions. In our trust dimension, we follow Paxton (1999) , who proposed to use trust as a two dimensional category, namely trust in society as a whole and trust in institutions. We further subdivide information channels into
Putnam-type informal, as well as formal associational activity yielding positive externalities (informally meeting with friends, relatives, colleagues, but also participating in associations such as churches, voluntary work,..) and potentially negative externality creating Olson-type associations and special interest groups, such as political parties, professional organizations or trade unions.
The Interaction of Social Capital and Happiness
The potential linkages between social capital and happiness have attracted significantly less attention than the analysis of the macro-, micro-economic or individual factors. Some researchers have found a large positive influence of social capital on general life satisfaction at an individual level through many different channels and in various forms (e.g. Putnam, 2000, using US data; Barrington-Leigh, 2010, for Canada, Leung et al., 2010, for Canada) . They refer to social capital as one of the "most robust correlates of subjective well-being" Putnam, 2004, p.1437 ) and further as "more important than economic differences when explaining life satisfaction differences" (Helliwell and Barrington-Leigh, 2010, p.15) . Other scholars, by contrast, point that social capital only has an indirect influence on happiness, while focusing primarily on its relationship with health, wealth or economic growth. Helliwell and Putnam (2004) , for example, identify a strongly positive effect on physical health which, in turn, increases individually reported life satisfaction. Zak and Knack (2001) consider it a driving force behind increasing economic growth rates and Rodrik (1998) rated social capital as an instrument allowing to better absorb external shocks. Helliwell and Barrington-Leigh (2010) and Winkelmann (2009) have identified it as a predictor of well-being using Canadian and German micro-data respectively. However, the literature using cross-country aggregated data yields results which are far from consistent. On the one hand, Bjørnskov (2003) emphasizes a strong and robust relationship between social capital and happiness. He finds that, especially in northern European countries, high levels of social capital lead to economic growth, stability and greater well-being. Similar results are found by Helliwell and Putnam (2004) when evaluating a worldwide dataset and by Helliwell et al. (2009) , who report that social context variables explain 73.4% of crosscountry variation in subjective well-being. On the other hand, Ram (2010) finds only a fragile connection between social capital and happiness, if at all.
There are, however, important issues with social capital research which need to be considered when evaluating the literature on its relationship with happiness. Recent research has tended to criticise the robustness of social capital research on the basis that it is generally unclear, often confounds variables with transmission channels or that it only becomes relevant once the country being analysed has reached a certain income threshold (Bjørnskov, 2008) . It is, however, the very vagueness of the definition of social capital which has been the target of the greatest criticism in happiness research. The lack of consensus in the definition of social capital and, consequently, the lack of consistency in the use of proxies in empirical analysis, has created a variety of different results. While some variables, such as general trust are proxied quite consistently using the question "Do you think most people can be trusted?", other variables such as social interaction are more arbitrarily proxied by variables ranging from parents' availability (Pichler, 2006) to the frequency of talking to neighbours (Powdthavee, 2009) . This laxness in the definition has undermined the capacity of happiness researchers to establish clear links between well-being and social capital. Secondly, empirical studies analysing this link have tended to concentrate on specific aspects of social capital, rather than on its whole spectrum. Therefore, the resulting interaction between social capital and happiness seems to always depend on the proxies, control variables and dimensions included. In this respect, while some studies only focus on one-dimensional social capital indices such as trust (e.g. Helliwell, 2006) , others incorporate two of the above-mentioned aspects, such as for example trust and information channels (e.g. Bjørnskov, 2008 ). Among the rare studies which incorporate a large number of social capital aspects, we find Helliwell and BarringtonLeigh (2010) , who consider information channels, trust and feeling of belonging, and Leung et al. (2010) , whose study uses the conceptual definition of Coleman. Hence, most importantly, the resulting link between social capital and happiness depends in all likelihood on those dimensions, proxies or control variables not included, which may transfer their influence to the dimensions accounted for.
One of the most commonly examined aspects of social capital has been trust. Studies linking trust to subjective well-being tend to reveal a positive impact of both general and institutional trust on happiness (e.g. Helliwell and Putnam, 2004; Helliwell, 2006; Bjørnskov, 2008) . Community-level or social trust as defined by Coleman displays a highly significant positive effect on happiness. "Sharing a sufficiently high degree of social trust at the level of society […] , allows people to interact with fellow citizens whom they do not know and consequently do not know anything about, making for a safer, more predictable, easier and therefore also […] a happier life" (Bjørnskov, 2008, p. 55) . These results have proved robust both for individuals, as well as for crossregional analyses in the US (e.g. Bjørnskov, 2008) . Trust has been equally found to be associated with significantly higher well-being levels across countries using worldwide data (e.g. Helliwell and Wang, 2011 ). An increase in subjective well-being associated to trust was estimated to be equivalent to an increase in household income of about two-8 thirds Wang, 2011) Bjørnskov (2006) even argues that social trust is the only form of social capital influencing well-being.
Institutional trust has equally been found to positively affect individual happiness in
Europe (e.g. Frey and Stutzer, 2002; Hudson, 2006) . Institutional trust still remains highly significant even when accounting for other dimensions of social capital -namely information channels and norms and sanctions -as indicated by Leung et al. (2010) using Canadian data. "In short, feeling able to trust others -both those among whom one lives and works and those in authority -is strongly associated with higher subjective well-being" Putnam, 2004, p. 1442) .
As far as Putnam-type informal social activity is concerned, interaction with family, friends and colleagues by and large is considered to lead to a greater social embeddedness of the individual and to a strong feeling of belonging and integration in society. Most studies confirm this hypothesis. Pichler (2006) for example illustrates social networks as leading individuals to "find their position in society" (Pichler, 2006, p. 423) . Consequently, informal interaction channels in the form of strong social networks tend to be highly positively correlated with subjective well-being (e.g. Lelkes, 2006; Powdthavee, 2009, Helliwell and Barrington-Leigh, 2010) . Some studies that compare income and social connection effects on life satisfaction find similar if not stronger interdependencies between Putnam-type informal activities and happiness (Helliwell et al., 2009 Pichler, 2006; Leung et al., 2010) . Leung et al. (2010) , for example, find that only political engagement is significant among variables in this category.
By contrast, Putnam-type community engagement has been associated with rises in well-being. Putnam (2000) estimates the effect of associational activities on happiness in the US to be equivalent to a 100% increase in income or four additional years of education. Studies for Europe show that the greater the involvement in non-political and non-economic organizations or clubs by an individual, the higher the general level of life satisfaction (Pichler, 2006) . Helliwell (2003) and Helliwell and Putnam (2004) come to similar conclusions for the US: club membership displays a positive influence on happiness at aggregate level. On an individual level, however, the correlation is shown not to be significant. Bjørnskov goes even further by indicating that "associational activity only creates trust among members but this trust does not extend to outsiders" (Bjørnskov, 2006, p. 23 have been critical voices questioning if in the end, it is not participation and therefore social interaction, but the pure fact of believing that influences well-being (e.g. Pollner, 1989 ).
Very little can be found in the happiness literature concerning the third key dimension of social capital suggested by Coleman (1988) -the rather vague notion of norms and sanctions which create an image of the general trustworthiness, cultural habits, morals and norms of a society. It is presumably its abstract nature which hinders researchers from addressing this dimension. Leung et al. (2010, p. 6 ) have used four proxies:
"feeling safe to walk alone after dark, feeling safe to be home alone after dark, trusting someone living close by to return a lost wallet, and trusting a stranger to return a lost wallet". However, this group of variables was found to be only marginally significant.
The only variable showing significance was the feeling of safety when walking alone in the dark. Counter intuitively, it displayed a negative influence on happiness. Helliwell and Barrington-Leigh (2010) have also incorporated variables of sense of belonging to a community, province or country and, as Leung et al. (2010) , also resort to the returned wallet experiment. They find these variables to be highly significant and positively correlated with individual life satisfaction.
To sum up, social capital in the literature has been generally connected to higher levels of happiness, even though most indicators yield ambiguous results. Due to the lack of a uniform definition, proxies and indicators of social capital vary largely across studies.
The research has proven to be inconclusive in identifying which dimensions of social capital have the greatest influence on subjective well-being and rarely all three of
Coleman's dimensions of social capital have been incorporated in analyses leading to incomplete conclusions. Another shortcoming of existing literature is that the majority of the recent work focuses on the United States and Canada, two countries that are quite homogeneous across their regions in terms of both social capital and happiness (Putnam, 2000) .However, both social capital and happiness differ largely across countries, as can be seen in the European case. According to Oswald (1997) , in the North of Europe more than half of the citizens display very high subjective well-being scores, while in the South, the proportion is one-tenth. Similar results are found for social capital. While Scandinavians display very high levels of social capital endowment in all three dimensions, eastern European countries display very low social capital scores. Low levels of trust in both mankind and institutions are common in southern
Europe and significantly lower than in western and northern Europe (van Oorschot et al., 2006) . Due to these constrast in social capital endowment, its connection with happiness may differ considerably between Europe and the US.
Empirical Model and Data
Empirical Model
The aim of the paper is to establish whether there is a connection between the three and Oswald, 2004) . In their happiness function, Blanchflower and Oswald assume the true well-being function u(.) to be increasing and concave in income and sc.
In accordance with the theoretical discussion, the social capital functional form used in the analysis can be depicted by: (2) where sc i is the social capital of the individual i. It is directly influenced by three factors: trust i , which depicts the individual's trust; ic i , which stands for social interaction of the individual; and norm i , indicating social norms and sanctions as reported by the individual. trust i is in turn divided into itrust i , the individual's trust in institutions and gtrust i , the individual's general trust in mankind, while ic i is divided into informal and formal Putnam-type social activities (putn i ) and Olson-type special interest group engagement (olso i ).
The empirical analysis uses an ordered logistic regression (ologit) 2 which captures the structure of our assumed generalized reported happiness function r. This estimation method controls for the limitations of the dependent variable and makes the results easily interpretable. By using ologit, true utility becomes the latent variable happy*,
while the "subjectivity of responses can be thought of as being swept into the error term" (Blanchflower and Oswald, 2004, p.1362) . happy* is treated as ordinal under the assumption that the levels of happiness have a natural order (low to high) with the intervals between adjacent levels remaining unknown. 2 We opted for an ordered logistic regression model because of its ability to capture the structure of our assumed generalized reported happiness function, as suggested by Blanchflower and Oswald (2004) . An ordered logistic regression (ologit) can be seen as an extension to the logistic regression model. While the latter evaluates binary dependent variables, ologit models take into account dependent variables with more than two response categories ordered in a logical sequence i.e. from very unhappy to very happy. An alternative method would have been to run the regressions using ordinary least squares (OLS). We have conducted such analysis and, when OLS is used, neither the coefficients, nor the significance levels of both the control variables and the variables of social capital in question vary much with respect to the ologit analysis. This is in line with what is predicted by Ferrer-i-Carbonell and Frijters (2004) . The OLS results of the analysis can be made available upon request.
Therefore, in accordance with the theoretical generalized reported happiness function, our empirical strategy is based on the following linear equation:
Where happy i * is the altered continuous outcome corresponding to the reported happiness score of the individual, ranging from 0 to 10. The vector macroeconomic depicts the set of time specific variables aggregated at national level which previous research has found to significantly influence individual happiness. sociodemographic refers to the group of individual socio-demographic characteristics of the interviewee.
sc refers to the vector including the different social capital variable sets trust (itrust and gtrust), ic (putn and olso) and norm. The list of all variables used in each category and vector is provided in Annex 1.
Data
In order to measure the interaction between social capital and happiness across European countries, we employ data from the European Social Survey (ESS), third Given data availability issues, our analysis covers 25 countries 3 and a total of 48,583
individuals. Both waves were pooled in order to maximise observations and minimise the distorting effects of the crisis, beginning in 2007, on individual well-being.
Reflecting data availability, some countries in the dataset are represented with observations from both ESS waves, others only from one. Annex 2 presents the ESS Helliwell and Putnam, 2004) . Therefore, we are precluded from performing a causal analysis and just assess the interdependencies between the different social capital dimensions and subjective well-being.
The dependent variable happy is based on answers to the question "Taking all things together, how happy would you say you are?" (ESS4, 2008) . The respondents were shown a card with an 11-point scale where only the two most distant points were articulated (00-extremely unhappy and 10-extremely happy). The answers are ordinal and limited.
Despite the crisis, the ESS found Europeans to be reasonably happy with an average score of 7.4 out of 10 possible points.
As our explanatory variables of interest, the analysis concentrates on measures of In accordance with previous social capital literature, we distinguish between social (interpersonal) and institutional trust (e.g. Coleman, 1988; Paxton, 1999) . Following, Almond and Verba (1963) , social trust is operationalised using the question "Generally variables were transformed into dummies using the cluster option, dividing all possible answers ranging from 0 to 10 into two groups using the within group mean as a criterion for allocation to one of the groups. 5 Even though the transformation of a latent variable into a dummy causes a loss of information, the cluster option reduces this loss significantly by minimizing the within group variance.
Multicollinearity problems were detected between the variables trust in the legal system, trust in the parliament and the police. As trust in the legal system explains 80% of the common underlying trust factor, it was chosen together with the satisfaction in the education and the health system, as our proxies for institutional trust. creating an environment to foster stability, safety and social ties. These indicators were also transformed into dichotomous variables using the cluster option.
Multicollinearity checks of the data found -with the exception of the already mentioned case of trust -no evidence of multicollinearity among independent variables. In addition and in contrast with Bjørnskov (2006) , the principal components analysis demonstrates no clear tendency to identify specific underlying distinct components. The largest component explains only 11 % of total variation and its composition does not reveal a clear pattern. These data characteristics for the European sample are in accordance with the findings of Bartolini et al. (2008) for the United States.
Following the great majority of existing happiness economic studies, we control for a large number of macroeconomic and individual socio-demographic variables. We use the log of GDP per capita, inflation, unemployment and income inequality (gini coefficients) as macroeconomic country-and time-specific control variables (Eurostat, 2011 
Estimation Results
Effects of economic and demographic factors on happiness
In order to test whether our results conform to previous happiness analyses, we begin our evaluation with an ordered logistic regression analysis containing only the macroeconomic variables and the individual characteristics of the respondent. The results largely reproduce those of previous research in the area of happiness economics. Table 1 presents the coefficients and the standard errors of this analysis.
The results underline that money truly buys happiness in Europe, both on an aggregate as well as on an individual level (e.g. Diener et al., 1995) . Both the log of GDP and the income variables prove to be highly significant, although the relationship is non-linear, as indicated by the diminishing returns to increasing income (see also Easterlin 1974 Easterlin , 2001 Clark and Oswald, 1996; Helliwell, 2001; Blanchflower and Oswald 2004) .
Also consistent with previous happiness research, both inflation (e.g. DiTella et al.,
2001
) and inequality display a negative and highly significant correlation with individual happiness. Unemployment also has a negative and highly significant association with subjective well-being (see also Clark and Oswald, 1994; Oswald, 1997) , indicating that "unemployment brings unhappiness above and beyond the personal costs of falling unemployed" (Alesina et al., 2004 (Alesina et al., , p. 2021 .
All the individual characteristics are also in accordance with previous research (e.g. Oswald, 1997; Frey and Stutzer, 2002; Alesina et al., 2004) . Women seem to be happier than men (gender is negative and significant) and age displays the significant u-shaped relationship with respect to subjective well-being (e.g. Blanchflower and Oswald, 2004) . The young and the old tend to be happier and, in contrast with the findings of Gerdtham and Johanesson (2001) and Helliwell (2003) , higher education is linked to significantly higher subjective well-being levels, compared to the reference group of no education, even after controlling for income and health. This result reproduces those reported for eastern European countries (Hayo and Seifert, 2003; Rodríguez-Pose and Maslauskaite, 2012) . Furthermore, married individuals and those in couples tend to be significantly happier than those in our base group, single (e.g. Frey and Stutzer, 2002; Helliwell, 2003) . Separated, widowed or divorced people report lower happiness scores, although the variable divorced is shown not to be significant.
Health is strongly positively related to subjective well-being in Europe (Gerdtham and Johannesson, 1997) and the geographical location of individuals matters (Hudson, 2006) : happiness tends to be lower in densely populated areas, once other factors are controlled for.
Lastly, and consistent with psychological research (e.g. Napier and Jost, 2008) , political orientation is shown to be significant for self-reported happiness levels of individuals, as indicated by the coefficient of political orientation. Conservative voters generally seem to be happier than more left-wing voters.
Effects of social capital on subjective well-being in Europe as a whole
Turning to our main variables of interest, we evaluate each dimension of social capital in turn for Europe as a whole. This strategy is used to check the robustness of the coefficients using different definitions of social capital. All of the following regressions are run including the above mentioned macroeconomic and socio-demographic control variables whose coefficients prove to be robust in all cases to the introduction of social capital variables. This implies that social capital serves purely as an addition rather than as a substitute for other determinants of happiness. For the sake of simplicity Table 2 only reports the variables of interest, namely the social capital dimensions. 6 Moreover, the marginal effects of reporting a happiness score 7 between 8 and 10 are displayed, in order to illustrate the probability of being very happy depending on the underlying social capital categories. Regression 1 reproduces the regression in Table 1 and serves as our baseline for comparison.
In regression 2, the first set of social capital variables -general and institutional trustis added. All the coefficients of these four dummy variables are highly significant and positive, indicating their relevance for the determination of perceived happiness. In addition, trust in mankind and in the legal system display the biggest marginal effects of all the variables in the multiple regressions. The probability of trusting individuals to report that they are very happy is between 120% to 140% larger compared to those not trusting, ceteris paribus. These findings support the view that trust constitutes one of the most decisive social capital factors influencing self-reported happiness (e.g. Bjørnskov, 2006 Bjørnskov, , 2008 . 6 The full results, including the macroeconomic and socio-demographic variables, can be provided upon request. 7 The 11 happiness categories were divided as follows: 0,1,2, very unhappy, 3,4,5, fairly happy, 6,7, happy, 8,9,10 very happy. Very happy was chosen to include the three scores 8,9 and 10 to properly reflect the diversity of European countries when referring to the marginal effects. If only 9,10 were chosen, only the Nordic countries would have been taken into consideration. Putnam-type informal and formal interaction channels without a political or economic purpose are taken into account in regression 3. As was found in previous research (e.g. Lelkes 2006; Powdthavee, 2009) , the positive and significant coefficients indicate that informal social contact, as well as formal engagement in Putnam-type associational activities increase individual well-being. The coefficients of Putnam-type association variables are, however, significantly smaller than those of informal interaction variables which have some of the strongest marginal effects on happiness of the variables considered. Seeing one's friends everyday increases the probability of being very happy by 77%. Participating in church activities also significantly affects happiness in a positive way, either as a result of the spiritual support provided by having a religious belief or by the social networks established within a religious community (e.g. Helliwell and Putnam, 2004) . Church attendance seems to constitute an important source of subjective well-being. People participating in religious services have a 103%
higher chance of being very happy, ceteris paribus, than those not attending. In contrast to previous research, however, voluntary activities, although only significant at a 5% level, also produce a positive impact (Haller and Hadler, 2006) , when solely Putnam-type informal and formal social interaction is considered in the analysis.
Voluntarily active individuals have a 98% larger probability of reporting a perceived happiness score of 8 to 10. The 'warm glow' (Mayo and Tinsley, 2009 ) experienced when helping others seems to reflect on the individual providing the help. Finally, the informal social interaction variables display the largest coefficients with regard to all the other dimensions of social capital. Hence, and in contrast to Bjørnskov (2008) , information channels matter a great deal for perceived life satisfaction in our analysis.
In fact, when comparing coefficients, they even seem to matter more than general and institutional trust. We include the last dimension of social capital -norms and effective sanctions -in the fifth regression. All coefficients show a high level of significance and their directions are quite intuitive. The feeling of belonging and safety in the neighbourhood where one lives in is positively connected to happiness, while worries about the house being burgled or becoming victim of a violent crime significantly lowers self-reported happiness scores. Whereas individuals feeling safe alone outside in the dark in their neighbourhood display a 14% higher probability of reporting a happiness level of 8 to 10 than those with a greater sense of fear, for those who worry becoming a victim of violent crime, this probability declines by 20% compared to individuals with no such worries. Norms and sanctions may as well be interpreted as "the strength of internal enforcement of behaviour" (Bjørnskov, 2006, p. 32) . The stronger it is, the happier people feel, and the less they worry about their belongings and their safety. This result appears to be more logical than the counterintuitive result of Leung et al. (2010) who found all variables to be insignificant except for the feeling of safety. However, the latter was found to associate with individual happiness in a negative way.
Regression 6 includes all the social capital and control variables. The previous results stand. Not only do the coefficients of the macroeconomic and individual variables remain relatively unchanged, but also all three social capital dimensions analysed continue to be highly significant, with coefficients almost unaltered from those reported above.
The full model therefore largely validates the findings of the previous five regressions.
It can thus be claimed that social capital in all its three key dimensions constitutes an important factor for the self-perceived happiness scores of individuals across Europe as a whole. The largest effects are, however, related to trust and Putnam-type informal social interaction, with the latter showing even larger coefficients than trust. The reason for this relationship could be the high feedback effect which informal social interaction creates on both the other dimensions, possibly capturing their positive impact on individual happiness. Informal networks generate trust which results in "virtuous circles […] , because it is profitable for newcomers to act trustingly and trustworthily when they enter a region with trusting and trustworthy inhabitants. The norms of reciprocity and trustworthiness are reinforced by networks that control and sanction them" (den Butter and Mosch, 2004, p. 8) . Institutional trust and social trust are highest in communities displaying a large number of informal networks, which also could be the reason for their high marginal effects (Helliwell and Putnam, 2004) . Therefore, when evaluating the effect of social capital on happiness in Europe, trust and informal social interaction contribute the lion's share of the connection between social capital and subjective happiness.
The robustness of the association between the different social capital variables and subjective well-being is not affected by the introduction of income comparisons among individuals, also known as the positional treadmill. Including an income comparison variable does not alter the coefficients or the significance for any of the social capital variables in any way. 
Effects of social capital on subjective well-being across European regions
Happiness and social capital are bound to vary across an area as big as Europe. The diversity of peoples, cultures, traditions, and social institutions are likely to affect the interaction between social capital and happiness in different ways across the continent. As highlighted by Oswald (1997) , while more than half the population in northern Europe reports very high happiness levels, only one tenth does so in the South. Similar differences are evident when considering social capital. Van Oorschot et al. (2006) find the highest degree of social capital in Scandinavia and the lowest in eastern Europe. In order to assess whether these marked geographical differences affect the connection between social capital and happiness in different parts of Europe, we perform the same analysis of the previous section for four large geographical areas of Europe. This division includes the North, the South, the East, and the West of Europe. The North is represented by Finland, Denmark and Sweden.
Cyprus, Spain, Greece and Portugal form the southern group; Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Poland, Romania, Slovenia and Slovakia are included in the East, while Austria, Belgium, Germany, France, United Kingdom, Ireland and the Netherlands represent the West. Of the 48,237 individuals surveyed in the complete sample, 11,398 live in the East, 9,343 in the North, 6,026 in the South, and 21,470 in the West. The analysis, once again, follows model (3). Table 3 presents the coefficients and standard errors of the regression results. We then evaluate each dimension of social capital in turn. Europe, all four variables taken into account display high levels of significance including the expected signs, in northern Europe, only the feeling that most people try to be fair is positive and significant. In the South and West respectively, three and two out of the four norms and sanction variables are significantly associated with individually reported happiness levels. In this category, the eastern and the southern countries seem to drive the results retrieved when evaluating the dataset as a whole.
In brief, social capital as a three-dimensional concept has distinct connections to individual well-being across different areas of Europe. With the exception of institutional and general trust, which is highly significant and happiness enhancing across all regions, the connection of the other social capital dimensions with individual happiness varies according to the European region in question. In the East and South, the link between social capital and individual happiness is mainly driven by informal information channels and norms and sanctions, while in the West informal, as well as
Olson-type formal information channels matter most. In the North, only trust seems to play a role in determining individual levels of happiness. All other dimensions barely matter (if at all). This result is surprising as many studies have highlighted the large amount of social capital amassed in northern countries (Bjørnskov, 2003; van Oorschot et al., 2006) . However, it may precisely be the widespread nature of social capital across individuals in Scandinavia which undermines the potential influence it may have on individual happiness.
Conclusion
Even though social capital research has flourished over the last decades, often its practical value has remained limited due to definitional controversies. Its broad and intangible character has led to extensive "overuse and imprecision […] [which] have rendered it prone to vague interpretation and indiscriminate application" (van Oorschot and Gelissen, 2006, p.150) . It comes, therefore, as no surprise that the studies trying to establish a link between happiness and social capital have greatly differed in the concept of social capital employed and, consequently, in outcomes.
Without clear valid empirical results, "policy advice based on social capital research risks becoming so broad that it borders on the trivial" (Bjørnskov, 2006, p.36 As a word of caution, it has to be borne in mind that the causal relation between social capital and happiness is not entirely beyond doubt when using individual crosssectional survey data. Reverse causality, as well as adaption effects cannot fully be ruled out. Consequently, social capital is mainly relevant as a "mean to an end, rather than an end in itself" (Parissaki and Humphrey, 2005, p. 89) . Assuming a clear direction of causality, social capital could be used as a tool to increase the happiness levels of individuals and therefore of nations. European decision-makers thus need to explore how public policies can serve social-capital formation rather than its destruction and to bring social capital more firmly into the welfare policy agenda. With regard to our results, efforts may need to be aimed at encouraging mainly informal social interaction, interpersonal trustworthiness and trust in the institutional system. When designing policy instruments, policy-makers can take advantage of the high interaction between the categories of social capital. Fostering informal social interaction leads to increasing participation in associations and vice versa. In addition, the social interaction effect is tightly connected to the trust aspect. The more individuals interact with each other, the greater the chance of fostering generalized trust. As Putnam (1993) explained, social interaction allows trust to become transitive and spread.
Furthermore, the greater the generalized trust displayed by individuals, the greater the likelihood for deeply-rooted norms to develop. Only if European policies are targeted at increasing this social interaction and ameliorating or restoring a 'climate of trust' (Helliwell, 2001, p.56 ) towards institutions and each other, people will be able to use their social capital efficiently and reach a higher level of individual happiness. 
